According to different estimations, nearly 50% of organisations have defined their core values in the wake of their leaders' declaration that they would treat values as their primary guide in daily activities. In this article we argue that managing values might in reality be far more complex. Based on 98 cases, this paper brings forth the most common practices that account for either alignment or discrepancies between the outcomes of everyday work situations and the sets of organisational values. Our study reveals a host of reasons explaining consistent behaviour as well as misalignment. The results suggest that, regardless of the type of critical incidents, the cases where solutions to particular incidents did not call for violation of organisational values were typically associated with the managerial level of judgement and, accordingly, commitment from the top. Employees' commitment to values also plays a significant role, but contradictory organisational values or illdefined allocation of resources may severely distort it.
INTRODUCTION
Modern organisations find it useful to define their core values that would guide every employee's actions if neither the procedures nor immediate coaching are in place. This is the motivation behind the emergence of management by values, which in essence means defining the values of the organisation, communicating them to all relevant constituencies, and incorporating the values into all organisational activities. However, even the best of organisational values will be eroded if the degree to which the values are implemented varies for different situations or persons involved. The weakest point in management by values is the vulnerability of the concept due to toleration of deviations from the agreed values. On the other hand, given the variety of organisational decisions, management by values is far from being a one-off campaign; instead, it proves to be a continuous challenge. This paper attempts to explore how management by values works in everyday practice. The aim of the study is to identify the factors contributing to congruency between organisational values and the way critical situations are handled. The respective research tasks are as follows: a) giving a brief overview of the theory of organisational values; b) collecting empirical evidence of organisational values, critical incidents and their solutions; c) analysing different types of critical incidents and their contribution to the positive or negative outcome; d) analysing the reasons associated with certain outcomes.
Literature Overview
Organisational values are often discussed in the context of business ethics. However, one should not confuse organisational values and adoption of codes of ethics. A body of literature is available focussing on the relationship between ethical behaviour and the presence of codes of ethics, and making critical remarks about many cases (Malloy, Agarwal, 2003 , p. 241, Pater and Van Gils, 2003 , p 768, Griseri, 1998 , pp. 161-166, Solomon, 1999 . On the other hand, there are authors (Hoffmann and Driscoll, 2000, pp. 77-78) who do not share this entirely pessimistic approach regarding codes. Yet these mixed results have undermined the popularity of ethical codes in organisations. It is generally recognised that in difficult situations people will resort to everyday practices and behaviours rather than official documents. So, in principle, this gap might be filled by shared organisational values and thus management by values has emerged.
Although all organisational members are "managers" in the sense of "managing by values", the role of executive officers is claimed to be crucial (Schein, 1992 , p. pp. 240-245, Badaracco, 1998 , Pater, Van Gils, 2003 , p. 769, Lencioni, 2002 , p. 116, Griseri, 1998 , p. 203, Solomon, 1999 , p. 54, Edmondson, Cha, 2002 . Whatever decisions the leaders make, they will set an example to the people around them and will influence the behaviour of others in the group. This is similar to what Schein (1992) calls "managing the unmanageable" or "explaining the unexplainable", by stating that: the "cultural process in the organisation tends to occur around critical events in the organisation's history" (p. 89). Griseri (1998) calls it "incidental learning" (p. 195) , which takes place unconsciously, even in the least learning-like situations. Those situations (critical incidents in our study) test the espoused values and if the involved person's actual behaviour does not reinforce them, there is room for distortion and confusion. Experiments have shown that organisational philosophy or policies are more strongly believed in if there is a story to support it (Martin, Powers, 1991, pp. 263-264) . In this case, values are verbally espoused and managers are encouraged to express organisational values directly via speeches, presentations, etc. It should be noted, however, that more sceptical employees might consider this approach alone as organisational propaganda. In their study of the ways in which the CEO's personal values are delivered to the followers, Liu (2004, p. 18 ) surprisingly found that even if the CEO uses a policy-oriented approach, i.e. routine-based system-driven norms and regulations, to express his/her values, s/he will achieve significant commitment from his/her followers. Indeed, the solutions to dilemmas or ethically difficult situations often rely on the existing systems and institutional incentive mechanisms. An important implication is that employees trust those mechanisms at least as much as explicit leaders' values.
A similar message is conveyed by Padaki (2002, pp. 322-324) who finds that dilemmas or conflicts occur due to inconsistencies in the organisation's model compatibility, culture compatibility or practice compatibility. Model compatibility involves assumptions about what an organisation is, how it functions and how to make it work. It is essential that the management structure and management system should convey a similar view of the nature of the organisation. Inconsistencies in culture compatibility occur when espoused management values and professing of certain patterns of conduct vary along the management structure. Practice compatibility is jeopardised when value premises in the management system are in conflict with the prevailing orientations and norms of conduct.
The current paper concentrates on practice and culture compatibility, because in the context of management by values the central feature is the values that the management (unconsciously) imposes on the organisation. What are the factors for explaining practice and culture compatibility in organisations?
Driscoll and Hoffmann (2000, p. 7) identify ten key elements necessary for successful development of any corporate values initiative. Self-assessment, codes of ethics, training, audits and evaluations, revision and reform are mentioned as the relevant tools. But it is the remaining five factors that deserve also some elaboration, because, in our view, these elements are central to making organisational values work in everyday practice (see Figure 1) The five factors above constitute the reasons for critical incidents' outcomes in the empirical part of the current paper.
Method and Sample
To analyse the management of values through critical incidents, the authors of the current paper gathered 121 cases from Estonian organisations. The respondents were undergraduate students who attended the course "Organisational Behaviour" between November 2003 and February 2004 in three academic institutions: the University of Tartu, the Tartu University Narva College, and the Defence College. All the students were working for some organisation (including the university itself) at the time of the course or had working experience from the past. Out of the 121 respondents 71 were male and 50 were female.
We considered the respondents as a type of observer (cf. Victor and Cullen, 1988, for example) assessing organisational values and critical incidents. That is, our organisational members were not asked to report on their own behaviour and values, but rather on the practices and procedures that they perceived to exist in their organisations. Asking the respondents to describe a critical incident and its outcome, the authors of the article applied the concept of "event management" suggested by Smith et al (1988) for analysing organisational behaviour,. According to this approach, events are all those elements in an organisational setting, which are given meaning by any member of the organisation.
As a method of analysis, critical incidents are widely used in the studies of culture, norms, attitudes (Milliman et. al, 2002 , Fink, Meierewert, 2004 , van Veen et. al, 2003 , customer satisfaction (Sõstra, Vadi, 2001), learning and professional development (Tirri, Koro-Ljungberg, 2002) , etc. We also believe that an analysis of particular events and behaviours contributes greatly to research into organisational culture and values alongside abstract concepts characterising the organisation.
However, one distinct note should be made about the use of critical incidents as a method. Contrary to many authors who pre-defined a set of hypothetical critical incidents before asking their respondents, we were not prescriptive about the kinds of incident. Thus we received the descriptions of a variety of situations ranging from routine occasions like dealing with a complaint by a customer to much more complicated situations like, for instance, losing the market share due to expected unfavourable regulations by the government. Based on Smith and Peterson's approach, then, the critical incidents were divided into four categories: human resource management, production or service quality, improvement of work-procedures, and cooperation. Given this framework, we categorised each case independently and compared the results. In case of differing opinions, we reexamined the case together and reached a consensus. The aim of this process was to minimise personal subjectivity in classifying the cases. All in all, out of 121 cases 98 were accepted by the authors as having clear-cut characteristics to be classified in the given framework. Several cases that were left aside failed to represent a distinguishable incident. The results of inter-judge classification are presented in Tables 1 and 2 ; an example of a critical incident is given in Annex 1. A typical human resource issue was an employee's dishonesty or behaviour deviating from accepted norms. As a rule, the quality-related incidents involved the handling of customerrelationship, but in some instances, procedures or company policy features were intermingled with it. The incidents evolving from co-operation problems involved a new leader, typically a change management situation, or a direct conflict between the members of the organisation. Procedures-related critical incident were assigned to the cases where the usual functioning of the organisation had brought along unintentional, sometimes even dangerous results (ignoring safety requirements, careless financial management, etc) or the established procedure was questionable in a specific circumstance. In several procedure-related incidents, there was a dramatic change in the external environment (legislation change, loss of a big customer, etc) that made the organisation reconsider the whole strategy used. 
Outcomes in the light of values
The critical incidents either found solutions in accordance with organisational values (positive outcome), or were not supported by them (negative outcome). In addition, a partial solution was implemented in eight cases and, as shown by Table 2 , the reason for this was mainly inconsistent values. In statistical analysis, a partial result is treated as a negative one. As can be seen from Table 1 , half of the critical incidents found a positive solution and in the following statistical analysis we first try to find whether certain types of incidents have a higher probability of leading to a positive outcome.
Reasons behind the solution
Based on Driscoll and Hoffman, the reasons that led to a positive or negative outcome of a critical incident were divided into five factors as depicted in Figure 1 . As could be expected, many incidents revealed more than one appropriate factor being the cause for the solution (see Table 2 ). For instance, communication was hardly the sole factor for any incident. If present, it always accompanied one of the remaining four factors. The same was true about the second most frequent reasonresources. Therefore the number of cases (98) and overall sum of reasons (130) do not match. However, it is worth mentioning that in every critical incident that qualified for the sample, the outcome could be explained by at least one of the five factors suggested by Driscoll and Hoffmann. 
Control Variables
We also classified the cases on the basis of general organisational features -the public/private sector and size of the organisation -as well as the level of judgement in critical 4 Some examples of inconsistent standards are: being "customeroriented", but having a "good reputation" (in situations where the customer requests unethical service), being "professional" (meeting the customer's needs, however long it takes) and "operational" (responding to requests as quickly as possible) at the same time, and, more typically, being "performance-oriented", while "every client is important to us". incident 5 . In our statistical analysis, 95 cases could be used, because 3 cases did not specify the size of the organisation (for description of the sample see Table 3) . 
Discussion of the Results
There were two models we tested to shed light on our research questions. The models were tested with STATA software. The first probit-model had each incident's outcome as a dependent variable (1 if the outcome was values-based, and 0 if the outcome was value-breaching) and types of the incidents as explanatory ones. In addition, control variables on the sector, size and level of decision-making were included, but only one remained statistically significant (see Annex 2). The results are presented in Table 4 .
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The inter-judge method was not needed with this research task Note: hr* -human-resources-related incidents, q* -quality-related incidents, c* -co-operation-related incidents, manager* -decision-making at managerial level.
From the table above, where co-operation-related incidents are taken as the basis for comparing the results, it appears that the types of incidents are statistically insignificant in predicting the outcome. On theoretical grounds it should be no surprise. What this result confirms is that values are equally embodied in all types of incidents and whether they are violated or not depends on other factors than the specifics of the situation.
On the control-variable side, neither size of the organisation nor sector could contribute to predicting the outcome for critical incidents in statistically significant measure. In fact, the only significant variable in the model was the level of judgement. There is 36% bigger likelihood for managers to solve critical incidents in a way that is perceived to be in line with organisational values. This result has at least three interpretations.
Firstly, it once again brings forth the existing relationship between the managerial and organisational values, so often assumed in theory. The formation of an organisation's values is first and foremost related to its leaders' values and so it is natural for the latter to act according to organisational values even in most controversial situations.
Secondly, the result might imply that leaders care more about organisational values than do their subordinates. Even though organisational values have evolved over time and have been influenced by many members of the organisation, it is ultimately the manager rather than employee who tends to hold on to the values when facing a critical incident. However, whether this is, indeed, true needs further analysis, because it has neither been theoretically established nor confirmed by earlier empirical studies. On the contrary, recent world-famous scandals (Enron, WorldCom, Scandia) tell us about the reverse situation: it is the management, not ordinary employees, who fail to follow and promote organisational values. Thirdly, as demonstrated by Cha (2004) , there is a tendency for employees to regard the activities by management as aligning organisational values, whereas the same action by a co-worker might be considered as value breaching. This mechanism may have worked also in our study: it might be claimed that due to relatively ambiguous organisational values the respondents picked the values that were in some way reflected in their managers' actions, rather than comparing those actions with hypothetical standards.
Next, a model for negative outcome as a dependent variable was related to five factors (see Annex 3). The results are presented in Table 5 .
Taking "communication" as the reference variable among the five factors to compare the results with (it was equally present in positive as well as negative cases), there are two clearly significant variables: organisational ownership and commitment from the top. When compared to communication, both factors gave 47% bigger likelihood for the critical incident to find a values-based solution.
As mentioned earlier, organisational ownership is mostly related to employee-level behaviour in our study. It is slightly surprising that this variable strongly influenced the positive outcomes, because this factor equally explained positive and negative outcomes (see Table 2 ). Although the negative cases often had lack of organisational ownership as one explanation, it was probably counterbalanced by other accompanying factors,, e.g., ill allocation of resources (performance appraisal that had little or nothing to do with values, formal procedures to be followed, etc) or lack of communication. In positive cases, on the other hand, belief in and commitment to organisational values alone seemed to explain the outcome. Since commitment from the top and management-level decisions go hand in hand, the estimation of the latter's significance is somewhat lower than previously, being exactly within the limit of 95% probability.
To conclude, the models seem to indicate the following: managers are the key people to ensure that employees would perceive organisational decisions and actions to be consistent with organisational values. Via managers' personal commitment to the established values and their corresponding behaviour organisational ownership by other members will follow, unless there are mechanisms in place to distort employees' involvement in values. It should be noted, however, that creating those mechanisms is in the hands of managers themselves.
Limitations
1) The authors of the paper fully acknowledge that making generalisations on the basis of 98 cases is, however tempting, an erroneous approach. We therefore aim to enlarge our sample to test the robustness of the results. 2) Classification of the incidents is a subtle area in many instances. Subjectivity is heavily involved in this process; even though we hoped that an inter-judge method would somewhat decrease its extent. 3) Using the members of the organisation as the only source to report on their organisational values might raise the question about whether the reported values are actually in place in the organisation. Although this question points to one of the potential limitations of this study, the authors of the article do not consider it to be fatal to the results. According to Weick (1979, pp. 147-204) , people are continuously trying to explain the world through historical sense making, which is the basis for the "selection process" (i.e. what combinations of information are seen as meaningful). The selection process works through previous experiences and events that have taken place in reality. Thus, people usually see in the present what they have seen before. 4) Most organisations in the sample had not explicitly declared their application of value-based management. It simply was not the criterion for selecting respondents. Hence, the incidents presented were perhaps less inclined to be managed according to values and therefore there was a chance for biased representation of negative outcomes in the sample. In the authors' view, however, formally launched management by values would increase the members' attention paid to managing events in the organisation, after which negative outcomes would be even more eagerly detected. In fact, in this study the ambiguous organisational values were the likely reason for the tendency to report positive cases. Organisational values were derived from management reactions to critical incidents.
CONCLUSIONS
The current paper shows that the following statements about managing by values in everyday practice seem to hold: 1) On the basis of 98 cases drawn from Estonian organisations, critical incidents were reported that were either human-resources-related, procedures-related, cooperation-related or quality-related situations. The authors tested in the first place whether any specific type could predict values-based solutions. Yet, according to the probit model, none of the incidents of a particular type had more potential to be managed according to values than the incidents of other types. 2) It appeared that values-based solutions to critical incidents are associated with managers who are personally committed to the established values. Also, "organisational ownership" by employees is a significant factor, which, if present, is likely to lead to solutions that are perceived to be consistent with organisational values. 3) Organisational ownership will not be reached in case there are systems in place that not only fail to enforce values, but also seriously distort employees' involvement in them. The authors of this paper therefore support the idea that organisational values need to be integrated into every employee-related process (Lencioni, 2002, p. 117 
Example of a critical incident and its categorisation
Description:
The incident took place in a small private company where during an occasional financial audit the accountant of the company was discovered to have "borrowed" money from the company's cash box for personal needs. Informed of the situation, the management was extremely worried about how to handle the situation. It appeared that the accountant was indeed having an exceptionally hard time in her life and, in fact, it was not the first time for her to borrow from the company without telling anyone. There was no reason to believe she had not paid it back afterwards. However, since one of the company's values was "honesty", this kind of behaviour was found to be unacceptable and the accountant (a highly regarded professional, by the way) was sacked. The biggest motive for the management to reach that solution was to send a clear message to the rest of the employees that "honesty" is important and not to be devalued, even though the accountant was professionally competent and she might have had a good reason to look for assistance. Note: q* -quality-related incidents, hr* -human resources related incidents, c* -co-operation-related incidents, public* -public-sector organisation, small* -small organisations, medium* -medium-sized organisation, manager* -decision-making at managerial level. Note: CFTop* -Commitment from the Top, OrgOwn* -Organisational Ownership, Res* -Resources, ConSt* -Consistent Standards and Enforcement, public* -public-sector organisation, small* -small organisations, medium* -medium-sized organisation, manager* -decision-making at managerial level.
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